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RETIREMENT AGES 


A REPORT TO THE 
MINISTER OF NATIONAL HEALTH AND WELFARE 
FROM THE 


CANADA PENSION PLAN ADVISORY COMMITTEE 


INTRODUCTION 


There is a growing debate both in the public and private sectors of 
our society concerning the issue of retirement. The Canada Pension Plan 
Advisory Committee's report on "Retirement Ages" is submitted as a 


contribution to that debate. 


Perhaps I should point out that the Committee's report does not deal 
directly with "mandatory retirement"; in a strict sense, the issue does not 
relate to the Canada Pension Plan. For example, although a CPP con- 
tributor must be 65 years of age in order to be eligible for a retirement 
benefit, it is not mandatory that the application be made at age 65. Indeed, 
an individual may continue to work and contribute to the plan until the age 
of 70. 


What the Advisory Committee's report does consider are possible 
alternatives for introducing more flexibility to the eligibility requirements 
for CPP retirement benefits. It examines these alternatives in terms of 
their effects on the Plan and on other benefit programmes, both public and 


private. 
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TERMS OF REFERENCE 
"To examine the social and economic implications of introducing a more flexible approach 
regarding earlier or later retirement in the Canada Pension Plan as Opposed to the present 


schedule of retirement, with a view to recommending any changes, if deemed appropriate, 
while retaining full cognizance of the cost of the overall benefit structure of the plan." 


FOREWORD 


This Report is in six sections as follows: 


Section 1 - Summary and Conclusion. 
Section 2. - A brief review of the origins of the German, British, U.S. and Canadian 


ocial Security Systems with reference to financial support in old age only. 


Section 3. ~ A brief review of current retirement practices in Social Security Systems 
around the world and in private pension plans in Canada. 


Section 4 - Variations that could be introduced into the Canada Pension Plan to provide 
more flexibility in the present schedule of retirement and cost implications as far as they 
could be determined. 


Section 5 - Effects of these variations on C.P.P. retirement benefits and other govern- 
ment and private benefit programmes. 


Section 6 - Social effects of these variations. 
The following ten exhibits are included at the end of the Report: 
Exhibit 1 Private Pension Plans in Canada 
Normal Retirement Age with Membership by Sex 1970, 1974 
and 1976 - Males 
Exhibit 2 Private Pension Plans in Canada 
Normal Retirement Age with Membership by Sex 1970, 1974 
and 1976 - Females 
Exhibit 3 Projection of Poverty Lines 
Exhibit 4 (Canada Pension Plan 
Fund Implications of Lowering Retirement Age to 60 and of 


Reduced Pensions to Age 60 


Exhibit 5 Canada Pension Plan 
Table of Reduced Pensions to Age 60 


Exhibit 6 Private Pension Plan 
Table of Actuarially Reduced Pensions to Age 60 


Exhibit 7 Canada Pension Plan 
Fund Implications of Increasing Pensions to Age 70 


Exhibit 8 Canada Pension Plan 
Table of Increased Pensions to Age 70 


Exhibit 9 Canada Pension Plan 
Illustration of "Catch Up" 


Exhibit 10 Note on unemployment amongst older workers 


A retirement age per se, is not defined in present Canadian Federal or Provincial 
legislation. However, it appears that general acceptance of 65 years as a normal 
retirement age has evolved from the use of this age as the eligible age for retirement 
benefits in Canada and abroad. 


At the present time, the C.P.P. allows for payment of retirement pensions as early as age 
65 or as late as age 70. A contributor may work between the ages of 65 and 70 and draw 
his retirement pension or continue to contribute. Thus, some flexibility in retirement 
ages already exists (as well as a choice as to whether pension payments will supplement 
earnings or vice versa). 


The age of eligibility for retirement benefits was considered to be indirectly related to 
the practice of what is commonly referred to as "mandatory retirement". However, as 
the terms of reference deal with the subject of more flexibility in retirement ages under 
the C.P.P., the fact that the age of eligibility for retirement benefits might be used by 
employers to impose mandatory retirement was deemed as a different subject and as a 
result, is not addressed in this Report. 


Before addressing the terms of reference directly, it might help to find out (1) the reason 
age 65 seems to have become significant as a normal retirement age and (2) the 
development of present attitudes to retirement. Therefore, the origins of the Social 
Security Systems of Germany, Britain, the U.S.A. and Canada and historical attitudes to 
financial support in old age are reviewed. (Germany was selected because this is the 
country usually credited with the introduction of the first National Social Security 
Scheme. Britain and the U.S.A. were selected because these countries could have had 
some influence on developments in Canada). 


It is interesting to note that in a relatively short period of a hundred years or so, social 
practices and attitudes towards financial support in old age have shifted dramatically. 
Before urbanization took place, older people tended to be supported within the family and 
the less fortunate were objects of charity. With the move to the cities, institutional 
living and government assistance on a means-tested basis were the lot of older people 
needing financial support. Private pensions were developed initially, as a gratuitous 
reward for long service until eventually both private and government pension plans were 
viewed as the right of each individual worker. 


Currently, retirement is regarded as a period of leisure years following withdrawal from 
the labour force with an ongoing income perceived as adequate to sustain a reasonable 
standard of living. The social value of greater flexibility in the present schedule of 
retirement under the Canada Pension Plan is related to the adequacy of income people 
could expect to receive if they selected from more options; therefore, the situation with 
regard to people presently receiving retirement income is also reviewed. 
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SECTION 1 


SUMMARY 


A review of the origins of the Social Security Systems of Germany, Britain and the United 
States with regard to old age assistance together with a review of the development of the 
Canada Pension Plan seems to indicate that, in the past, public pension policy has been a 
matter of reaction to a set of existing circumstances rather than a matter of deliberate 
planning for the future. 


In Germany, the passage of the Old Age Insurance Law in 1889, seems to have been a 
device to remove some of the threat from the militant labour movement. In Britain, the 
then system for the relief of poverty was becoming inadequate and in the U.S., there was 
a feeling of insecurity following the depression of the early thirties. In Canada, 
ultimately the growth of private pension plans created an awareness of both the value of 
pensions and the possible shortcomings of leaving the provision of pensions to the private 
sector only. 


Germany and Britain first used 70 years as the age at which old age annuities would be 
payable and revised this age to 65 in 1916 and 1925 respectively. The U.S. Social Security 
Act of 1935 used age 65 and the Canada Pension Plan used age 70 in 1966 and age 65 
(without means testing) in 1975. 


A review of other Social Security Systems around the world seemed to indicate that ages 
from 60 to 65 are most commonly selected for payment of old age benefits although there 
is a range in years from age 45 to age 70. 


Over the last 100 years or so, old age assistance has been provided as charity, as a result 
of means or income testing and as a right by contribution. Currently, the majority of 
Social Security Systems impose a retirement test requiring total or substantial withdrawal 
from covered employment, if pensions are not to be withheld or reduced. In 1976, the 
Swedish Social Security System included a "partial pension" for the first time. This allows 
employees between the ages of 60 and 65 to work part-time and combine their earnings 
with a pension to about 85% or 90% of previous full-time earnings. In this way, employees 
can phase out of the work force and prepare themselves for full retirement at age 65. 


In speaking to the Terms of Reference, more flexibility could be introduced into the 
Canada Pension Plan by any of the following means: 


1. Reducing the normal retirement age to 60 years with a pension equal to 25% of the 
Y¥aMaPsBy 


2. Maintaining the normal retirement age at 65 years with reduced pensions available 
from age 60. 


3. Maintaining the normal retirement at age 65 years with reduced pensions available 
from age 60 and increased pensions available from age 66 to 70. 


4, Eligibility for pension based on a specific number of years as a contributor either to 
replace a normal retirement age or as an option to the normal retirement age. 


5. Eligibility for pension based on a specific number of years as a contributor in specific 
types of industry to replace a normal retirement age or as an option to the normal 


retirement age. 


6. Eligibility for pension based on a specific period of unemployment (or ill-health) 
occurring after a specific age. 


As a point of reference, the implications of no change in the present flexibility of the 
Canada Pension Plan with regard to the present schedule of retirement were also 
considered. . 
A review of other Social Security Systems around the world indicated that, apart from 
totally replacing a normal retirement age with a specific number of years as a 
contributor, none of these variations would be without precedent. It also leads to the 
inclusion of one other variation for consideration: 


i.e., Maintaining the normal retirement age at 65, but including a "partial pension" similar 
to the one incorporated in the Swedish Social Security System. 


In considering the social and economic implications of these variations, the following were 
reviewed: . 


1. Other public programmes such as: 
a) O.A.S., G.I.S. and Provincial Minimum Retirement Income schemes 


b) provincial programmes with regard to housing, Medicare premiums and drugs for 
the elderly 


c) Unemployment Insurance 
d) social assistance 

2. disability and survivors' pension under the Canada Pension Plan 

3. parallelism with the Quebec Pension Plan 

4, private sector plans such as: Pension Life, Disability and Health 

Dd. cost to the Canada Pension Plan 

6. current social attitudes to retirement, as reflected in various research studies 
completed by various bodies, articles in the press, and presentations to various bodies 
appointed to study retirement and pension questions. 

CONCLUSIONS 

In reaching any conclusions, it was necessary to keep several things in mind. Studying the 

point of reference showed that the low level of present retirement income received by 


individuals from one or several sources combined, was a matter of serious concern to 
many people. Therefore, more flexibility in the direction of earlier retirement options 


would not mean very much if, the income that would become available to those 
contributors wanting to elect these options was not going to be sufficient in total to 
provide them with an adequate standard of living. 


For this reason, an attempt was made to determine the amount of combined income an 
individual might expect to receive from the Canada Pension Plan and a private pension 
plan in 1985, if he elected an early retirement option. In order to give these figures some 
meaning, it was decided to test them against a projection of the poverty line. Although it 
was recognized that the assumptions made as to the sample individual could be questioned 
(as is the present method of determining the poverty line itself), it was considered that 
the exercise is one which should be developed further. 


Consideration was then given to whether similar flexibility would have to be introduced 
into the O.A.S., if the Canada Pension Plan were to provide reduced pensions from ages 60 
to 64 years. It seemed, at that point, that to think of the G.I.S. and Provincial Minimum 
Retirement Income schemes in terms of corresponding reductions would be somewhat 
nonsensical. Although the cost to the C.P.P. of introducing this option was not that 
significant, the cost implications with regards to O.A.S. were uncertain. Also, while it 
was possible to make some salary and years of contribution assumptions, etc., to 
determine the amount of actuarially reduced pension that would be available from a 
private sector plan, it was not possible to estimate the cost implications to the private 
sector, if a significant number of employees were to elect retirement between the ages of 
60 and 65. 


Currently in society, there is interest in reducing the normal retirement age to 60. 
However, given the estimated cost implication to the C.P.P. alone, this is not a feasible 
variation at the present time. Currently in society there is also some interest in 
extending the normal retirement age to 70. Although the concept that the individual 
should be able to choose to work beyond age 65 is supportable, this should not be seen as 
an endorsement of a normal retirement age of 70 or be perceived as encouraging deferred 
retirement by suggesting increased pension accumulation if individuals remained in the 
work force beyond age 65. 


With regard to the other variations such as a specific number of contributions or a 
specific number of contributions in a specific industry, as an option to a normal 
retirement age as other countries seem to have found them viable options within a general 
framework, they might be worthy of further study. A specific number of contributions in 
lieu of a normal retirement age altogether was not pursued, but this could also be a 
subject of further study. However, they are not considered as priorities for the C.P.P. at 
the present time. 


The variation which provided earlier C.P.P. retirement benefits in the event of chronic 
unemployment and/or chronic ill-health is worthy of further study and in particular so is 
the "Partial Pension" variation. This latter variation could be of particular sociological 
value in cushioning workers against the impact of sudden retirement. 


In considering all the variations, it was necessary to keep women contributors to the 
C.P.P. in mind. As women's pension benefits are very often based on lower earnings than 
those of their male counterparts and fewer years of contribution or participation, there 
was some apprehension as to the effect of a reduced pension option under the C.P.P. 
There was also concern about the "Specific Number of Contributions" option because of 
the movement in and out of the labour force by some female contributors. There was also 
a question as to whether the increased pension option would be to women's advantage, in 
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as much as they might have to choose to remain in the labour force longer for no other 
reason than to improve their retirement income. (This argument could also be applicable 
to the lower paid males in the labour force.) 


Recognition was given to the fact that more flexibility in the C.P.P. Schedule of 
Retirement would create a problem in terms of parallelism with the Quebec Pension Plan. 
However, this seemed to be the issue on which it was not possible to make any further 


comment at this time. 
The conclusions detailed above are briefly stated as follows: 


- In view of the present low-income levels of a substantial number of retirees (as 
discussed in Section 3), any additional resources made available by the Government 
should be to improve the incomes of those presently retired. 


- Bearing in mind the above, greater flexibility in the age of eligibility for C.P.P. 
retirement benefits would be desirable and, in particular, attention should be given 
tO: 


- making benefits available to contributors who are unemployed for a specific 
period after a certain age (for example, 60 years); 


- making benefits available to contributors who are unemployed because of ill 
health and would not otherwise qualify for retirement benefits prior to age 65; 


- making "partial pensions" available to contributors who wish to move from full- 
time to part-time work in their later years (as discussed on Pages 3 and 14). 


There are several aspects with regard to the implementation of these proposals on which 
the committee is not in a position to comment: the cost, the decisions the Government 
might make with regard to related programs and the impact of any changes in 
Government programs on benefit programs in the private sector. 


There is public concern at present with retirement ages, all aspects of pensions in general 
and the demographic changes which could occur over the next 30 to 50 years. Such 
concern is evidenced by the Royal Commission on the Status of Pensions in Ontario, the 
Special Senate Committee on Retirement Age Policies, the Federal Task Force Report on 
the adequacy of pensions in Canada and the studies undertaken by the Economic Council 
of Canada and the Conference Board of Canada. 


The time is appropriate for an intensive study of the retirement schedule and other 
provisions of the C.P.P. with reference to the recommendations of these bodies, by a body 
with more time and resources than those of the Advisory Committee. In this way, there 
should be better planning for the future and the possibility of what seemed to the 
Committee as ad hoc responses to pressure groups in the past, could be significantly 
reduced. Included in this study, should be attempts to relate anticipated retirement 
incomes to a projection of the poverty line, as well as an examination of the method of 
determining the poverty line itself. 


SECTION 2 


Origins of the German, British and U.S. Social Security Systems 


Germany: Germany is the country usually credited with the introduction of the first 
National Social Security System and the last of Bisrnarck's Insurance Laws, the Old Age 
Insurance Law, was passed in 1889. This legislation provided for contributory old Age 
annuities Claimable at the beginning of a worker's 7Ilst year and annuities on account of 
permanent disability after a worker had been insured for 5 years.(l 


Apparently, the old age annuity was originally envisaged as a supplement to earnings not 
as a retirement allowance. When a worker became incapable of working, he asked to have 
his old age pension changed to an invalidity pension (which was higher). 


"His (Bismarck's) hope was that by giving the workers a share of the government's money 
in time of need and giving it to them as a matter of right, he could change the aims of the 
labour movement directed towards the overthrow of that government even though that 
share was a small one. The law was conceived from the point of view of conservative, 
enlightened, benevolence rather than from the point of view of the workers".(2 


In 1922, an amendment to the Law made the old age annuity the same as the invalidity 
pension at retirement age regardless of whether the person was an invalid.{2) The age at 
which the old age annuity was payable was reduced to 65 in 1916.42 


Britain: A study conducted in Britain in the early 1890's, showed a rapid incline of 
pauperism from the age of 65. "Under the Poor Law, it (pauperism) is treated undesirably: 
Indoor relief lacks humanity and outdoor encourages improvidence. We are, therefore, 
justified in seeking some better plan. 


Pensions at age 65 are suggested, to be acquired voluntarily with state aid. But to be 
effectual, the system must be universal.....it must be compulsory.....its cost, however, 
collected in taxation".(3) 


Under the British Old Age Pensions Act of 1908, Gratuitous Pensions were payable at age 
70 subject to citizenship, residence and income test requirements. 4 


Age 70 seems to have been selected because it was thought that this was all the country 
could afford in the way of pensions at that time. 


In 1925, the Widows, Orphans and Old Age Contributions Pensions Act made contributor y 
pensions available at age 65. At age 70, an individual receiving a contributory pension 
was eligible for the non-contributory pension without the income test, nationality and 
residence requirements. 


Bismarck and State Socialism - W.H. Dawson 

Social Security in America (1937) 

The Endowment of Old Age - Charles Booth 

How Old Age Pensions Began To Be - F. Herbert Stead 
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U.S.A.: In the U.S., people believed that, if they were hard-working and thrifty, they 
would not be destitute. Also, they believed that children should provide in times of need 
rather than the State. Early in the 1900's, a series of State Commissions investigated the 
situation of aged persons as there was a growing realization that certain groups of people 
were not necessarily capable of self-support, i.e., the aged, widows, orphans and the 


severely disabled. 


The first old age assistance plan was legislated by Alaska in 1915 and about 30 other plans 
developed between then and 1935. About half the plans had a minimum age of 65 and the 
other half a minimum age of 70. Most plans had residence and citizenship requirements. 
Persons with financially able relatives were ineligible and liens on assets were frequently 
imposed so as to provide repayment for any assistance provided. 


The Great Depression of the early thirties meant loss of jobs and savings for many and a 
great number of States had difficulty in financing general relief and the type of assistance 
described above. Subsequent public demand led to the Social Security Act of 1935. 
Amongst other things, this Act provided for monthly benefits to retired workers aged 65 
and over. Age 65 seems to have been a compromise inasmuch as age 70 "seemed too far 
advanced and unlikely of achievement"()) and age 60 "was too low an age both in view of 
general employment practices and costs". 5) Tests of retirement income were implicit in 
the Act because if an individual received covered wages from regular employment, 
monthly old age benefits would not be paid. Amendments to the Act in 1939, determined 
an earnings level of $14.99 monthly. Earnings of less than this amount did not affect a 
person's benefit, but earnings in excess of this amount meant the monthly benefit was 
forfieted. Contributions to Social Security were in the form of an employee, employer 
tax. 


Origins of the Canadian Social Security System 
Attitudes Toward Old Age Financial Support 


In Canada, attitudes toward financial support in old age have been undergoing gradual 
change in the past century, primarily reflecting the increased urbanization and industriali- 
zation that has taken place. As well, increased life expectancy, a changed view of work 
involvement and family responsibility, have had an impact on what individuals seek in 
their later years. 


The prevailing opinion for many years was that individuals themselves should plan for 
their old age; that public old age assistance would discourage hard work and savings. 
Overall, there was a strong emphasis on individualism. 


Initially, plans were introduced in private industry providing income in the year following 
termination of active employment and were regarded as gratuities from a grateful 
employer in recognition of long service. The payments were usually discretionary, and the 
employer was under no legal obligation to provide benefits. Through the years, efforts 
were made by various labour and religious groups to influence the employer to provide 
pensions on moral grounds. 
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). Social Security - Robert J. Myers 


After World War II, a tight labour market and demands from organized labour meant that 
the provision of pensions gained greater prominence. Pension benefits became viewed as 
a right, with contractual obligations binding on the employer. A variant of this "contract" 
theory was that the benefits promised under a private pension plan represented "deferred 
wages". This "deferred wages" concept, because of current inflationary trends, would now 
appear to require some protection of purchasing power as well. 


There is presently opposition to the "deferred wages" concept and this objection is similar 
to the one raised against gratuitous pensions at least to the extent that long service with 

one employer is a major factor. However, many plans continue to be negotiated as if the 

paar represent "deferred wages", and the employees' rights in the contract are clearly 
efined. 


With the gradual acceptance that pensions could be a legally enforceable right, when 
eligibility requirements had been met in full, there has been a growing awareness that 
pension plans have a crucial significance in the lives of many and, as such, require 
provisions that can be realistically met. 


Concurrent with the development of private pension plans, pressure was placed on 
government to provide incomes to older aged persons. These pressures were brought on 
because private plans led to recognition of the value of pensions in general and, as this 
recognition grew, it seemed that private plans in themselves were not necessarily fully 
adequate. 


While these changes in attitude were developing, the participation of women in the work 
force was also increasing. (From about 16% in 1901 to 26.7% in 1961 to 30% in 1966 and 
to 47.8% in 1978). As this factor was overlooked for some time, women's salaries and 
pension benefits did not keep pace with those of their male counterparts. In recent years, 
there has also been growing demand from women in the home for recognition of their 
rights to a pension in their later years. 


Growth of Pension Plans 


Early attempts at private pension plans took the form of an annuity with life insurance 
companies. The first company to introduce this concept in Canada, was The Canada Life 
Assurance Company in 1847. In the late 1800's, the Grand Trunk Railway and some 
chartered banks introduced contributory pension plans. 


The federal government attempted to encourage savings for old age with its passage of 
the Government Annuities Act of 1908. The Act authorized the sale of annuities by the 
government and the rationale was that: 


"it is in the public interest that habits of thrift be 
promoted and that the people of Canada be encouraged 


and aided thereto so that provision be made for old 
WW 


6. Financial Systems of Canada: Its Growth and Development - 
E.Pa Neufeld: 1972 


The Act left the choice at what age the annuity would be payable, to_the individual 
purchaser (at that time about 5% of the population was aged 65 and over) 7) and it would 
appear that age 65 was a popular choice by males and age 60 by females. 


In 1919, the 1917 Income War Tax Act was amended to enable an employee to deduct 
contributions to an employer sponsored pension plan from his taxable income. An 
amendment to the Income War Tax Act in 1938, allowed the employer to deduct his lump 
sum contributions. This favourable tax treatment, together with increased material 
assets after World War II, encouraged the growth of pension plans. It was not until the 
1950's, however, that there was any appreciable savings for old age(9) ans or ganized 
labour in the automobile industry made pensions one of its contract demands. 7) 


In 1961, the Federal Life Insurance Act was amended permitting several types of pension 
arrangements. This fostered a growth in mutual funds, trusteed pension plans and group 
annuities. Between 1950 and 1968, total pension plans grew over an annual rate of 14%; 
trusteed plans by 14% annually; private annuities by 16% and federal government 
annuities by 6%. 9) During these years, there was pressure by life companies to reduce 
government involvement in the sale of annuities, which had effect. The number of 
government contracts decreased steadily after 1948. 


Universal Plans 


The federal government's initial involvement in pension plans was for retiring soldiers of 
British regiments. Through the early 1900's, pressure from private members, the Trade 
and Labour Congress and the National Trades and Labour Congress focussed on the 
question of old age pensions and an attempt to bring the subject of old age pensions before 
the House of Commons was made as early as 1906. 


There were developments in the provinces as well. In 1908, Nova Scotia, responding to 
pressure from the Provincial Workmen's Association, enacted a statute to provide for the 
creation of a Board to work out details of a pension plan. Because of opposition, the 
legislation was not proclaimed and it was dropped from the statutes in 1923. 


In other provinces, a number of political party factions developed, responding to the needs 
of selected groups such as farm and labour interest. Among these, the Canadian Labour 
Party put forth candidates advocating public pensions. In the years around World War I, 
this movement was acknowledged by the federal government, although it was not until 
1919 that specific attention was directed to public pensions. By the 1920's, Ontario, Nova 
Scotia and British Columbia had passed old age pension schemes (non-contributory - means 
test). Other provincial governments were reluctant to assume the additional costs 
involved, and perceived pensions as a federal responsibility. Nonetheless, provincial social 
security programs relating to workmen's compensation and mothers' allowances were 
established. In 1925, British Columbia adopted a resolution advocating cooperation with 
the federal Zovernment in formulating a plan.(10 


Old Age Pensions and Policy-Making in Canada - Kenneth Bryden 

U.I.C. Annuities Branch 

Financial Systems of Canada: Its Growth and Development - E.P. Neufeld 1972 
0. Old Age Pensions and Policy-Making in Canada - Bryden, K. 
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From the 1920's on, the provision of pensions frequently became a political issue in 
provincial and federal politics. Under the British North America Act, the provinces were 
responsible for pensions. The underlying attitude at the local level was one of providing 
charity and a belief that only few were incapable of providing for themselves. This 
tended to be the sentiment voiced in the opposition party at this time. However, in 
response to pressure at a provincial level and from Labour Party members, the federal 
government moved towards universal pensions. 


In 1927, the Old Age Pensions Act was passed, marking the first significant federal 
intervention in the social welfare field and acknowledging the provision of pensions as 
public policy. (In 1921, the labour force participation by workers aged 65 and over was 
32.5%.) This Act selected age 70 for means-tested pensions. (This age of 70 did not 
change until 1951, when means-tested pensions under the Old Age Assistance Act were 
made available to persons between the ages of 65 to 69). However, in 1927 neither 
federal nor provincial governments had experience in welfare administration, and con- 
sequently, there were many discrepancies between provinces in the Act's application and 
the coverage provided. 


There appeared some uncertainty as to which federal department should be responsible for 
pension administration, with jurisdiction going from the Department of Labour to the 
Department of Finance and finally to the Department of National Health and Welfare. 
While the federal government shared the costs with the provinces, the plan was 
administered by the provinces. 


There were three problem areas. It was nearly a decade before all provinces accepted the 
plan. As well, there was the issue of federal and provincial responsibility related to costs, 
with the acceptance of governmental responsibility meeting varying resistance. 


Through the 1930's however, the majority of the provinces did initiate legislation in 
response to pressure from municipalities and from pension associations. An additional 
problem was the rising living costs immediately before and after World War II, which led 
to pressures for increased pensions at a provincial level. Some provinces did implement 
supplements leading to a lack of consistency in pensions across the country. 


By the late 1940's, there was considerable pressure from trade unions, churches and 
pensioner groups for changes in pension availability. This was intensified through the 
normal democratic process by the growing strength of a political party with a labour and 
farm stronghold. By this time, all political parties favoured a withdrawal of the means 
test and a move by the federal government to provide a basic income in old age. Various 
amendments were passed to minimize restrictions of the plan, and other social security 
programmes related to family allowance and unemployment insurance were established. 
However, any change in federal responsibility for pensions required a constitutional 
amendment. 


Finally, in 1951, the Old Age Security Act was passed providing a non-contributory 
pension at age seventy subject only to residence requirements and, as mentioned 
previously, the Old Age Assistance Act provided for means-tested pensions for persons 
between the ages of 65 and 69 (this legislation was based on the principles of ther 1927 Act 
and was eventually phased out as the qualifying age was reduced under the Old Age 
Security Act). 


(It is interesting to note in passing that Newfoundland reduced its pensionable age from 7) 
to 70 on joining Confederation and the Ontario Pensions Benefit Act of 1963 called, 
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amongst other requirements, for a pensionable age of 70). | Ant amendment in 1966 
provided for a guaranteed income supplement to pensioners with little or no additional 
income to the O.A.S. By 1970, benefits were available to everyone aged sixty-five or over 
and the plan had a built-in cost of living adjustment. It was administered by the federal 
government and financed through corporation and personal income taxes. 


The idea of a contributory plan relating benefits to earnings began to receive considera- 
tion in the 1950's and early 1960's as a means of supplementing this universal pension and 
ensuring a degree of portability in contributory pensions. Pressure on provincial and 
federal governments from industry and from labour and an amendment to the British 
North America Act in 1964 led to the passage in 1965 of the Canada/Quebec Pension Plan 
which went into effect in 1966. (By 1961, the percentage of workers aged 65 and over 
participating in the labour force had reduced to 18%). This legislation selected a 
pensionable age of 70 with means-tested pensions available from age 65 to 69. 


The Plan was wage-related and encompassed retirement, dependents and disability 
pensions of the social insurance genre superimposed on the flat rate of the Old Age 
Security Program. Eligibility was lowered in successive steps from seventy to sixty-five 
during the period from 1965 to 1970. As of January 1, 1975, the means tests were 
removed and contributors were given the following choices: Payment of pensions from 
age 65 regardless of whether they continue to work or participation in the Plan until 
age 70. 


The Canada/Quebec Pension Plan covers employees and self-employed persons and 
involves compulsory contributions from employers, employees and self-employed persons. 
The funds thus created under the C.P.P. are available as loans to the provinces according 
to the number of contributors therein. The universal pension and guaranteed income 
supplement continues to be financed out of the old age security fund, with increases made 
in the old age security tax to cover additional demands. 


In a relatively short period of time, pension funds in Canada have become major sources 
of the nation's savings. It is evident that any proposed changes in the structure of the 
C.P.P. would have an impact on the overall economy of the country and, in particular, the 
long-term financing of the provinces. 


History suggests that governmental changes in pension policy have followed pressure from 
within its own ranks; from provincial governments; from organized interest groups such as 
labour and industry. The development of both the British and Canadian Social Security 
Systems particularly would indicate that public interest has always been in a lower 
pensionable age than the plans deemed appropriate when introduced. It is also interesting 
to note that arguments have been made in the past for variable retirement ages depending 
on the nature of work engaged in by the individual, for age 60 as a pensionable age 
because of a general decline in earnings power from that age onwards and also to create 
work opportunities for younger individuals. 


Recently, considerable concern has been expressed that any additional expansion of 
Canada Pension Plan benefits would be a serious threat to rising taxes and would place 
future generations with insurmountable costs.(! 1 


lhaseemns, therefore, that any Policy changes which are considered require intensive study 
as to the overall impact on the nation and its people. 


Il. Pensions and Survival - Calvert, L. 
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SECTION 3 


Foreign Social Security Systems 


It appears from a study by the U.S. Department of Health, Education and Welfare - Social 
Security Programs Throughout The World 1977 - that by 1977, 114 countries of the world 
provided some form of old age, invalidity and survivor benefit programmes on one or more 
of the following bases: universal and employment related as a matter of right and means 
tested as determined by administration. 


A trend towards lower retirement ages for entitlement to old age benefits has continued 
over the last years and growing social pressures for earlier retirement and the rise in 
unemployment in the mid-70's has led to the introduction of greater flexibility in 
retirement choices. 


In most countries, old age benefits become payable between the ages of 60 and 65, 
although in Israel, the statutory age for full benefits is as high as 70. In Swaziland and 
Uganda the retirement age is as low as 45. In some countries, length of service benefits 
are payable at any age after 30 to 40 years of employment. 


Over half of the social security programmes have the same pensionable age for women as 
for men. The others allow women to draw full pension at an earlier age than men, usually 
five years. The trend, however, is to the same age for women and men. 


Many programmes allow for optional early retirement and pensions are available up to 
five years earlier than the normal retirement age on an actuarially reduced basis. 


Some countries provide a full pension before normal retirement age if the person worked 
in a particularly arduous, unhealthy or hazardous occupation (France and Turkey) or if 
involuntary employment occurs for a specified period prior to normal retirement age 
(Portugal). 


The majority of systems impose a retirement test. That is, they require total or 
substantial withdrawal from covered employment and pensions may be withheld or 
reduced depending on earnings, if employment is continued. However, in Eastern Europe 
and the Soviet Union persons who continue to work can receive their full pension 
(presumably because of manpower shortages). 


A brief review of up-to-date practices in Germany (Federal Republic), Britain and the 
U.S. indicate the following: 


Germany: Old age pensions are payable at age 63 with 35 years of insurance; or at age 6) 
with 15 years of insurance; or at age 60 with 15 years of insurance and one year of 
unemployment in the last 18 months. If pensions are taken prior to age 65, there is some 
limitation on continued earnings. 


Britain: Retirement pensions are payable at age 65 for males and at age 60 for females 
and can be supplemented by earnings up to a limited amount. This limited amount is 
reviewed annually so that it can be increased relative to the movement of earnings in 
general. 
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U.S.: Retirement pensions are payable at age 65 with a reduced benefit available from 
age 62. There are earnings limitations for individuals under age 72 but over the next few 
years the earnings limit will increase and by 1982, the age limit will have reduced to 70. 


A somewhat random review of other countries showed variations such as the following: 


Czechoslovakia: Old age pensions are payable at different ages from 55 to 60 depending 
on the class of work the individual engaged in and, in the case of females, from age 53 
depending on the number of children they have brought up. Proportional pensions are also 
available for shorter work periods than the normal and pensions are increased if claiming 
for them is deferred because of continuing employment. 


Sweden: Full pensions are available at age 65 and between ages 60 and 65, if the 
individual is unable to cope with his job or if he is unemployed with no job prospects. 
Reduced pensions are payable between ages 60 and 65 and increased pensions are payable 
if claiming is deferred between ages 65 and 70. In 1976 "partial pensions" also became 
available between ages 60 and 65 if the individual wants to work part time and combine 
his earnings with a pension (to about 85% or 90% of previous full-time earnings) thus 
enabling the employee to phase out of the work force and prepare himself for full 
retirement. 


Italy: Old age pensions are payable at age 60 for males and at age 55 for females after 
T> years of contribution. Pensions are also payable at any age after 35 years of 
contribution. Earnings can reduce the pension and, in the case of the length of service 
pension, full retirement is necessary. 


Belgium: Pensions are payable at age 65 for men and at age 60 for women with reduced 
pensions available up to five years earlier. A male can receive a full pension one year 
earlier if five of his last 15 years or any 12 years of his employment were in an unhealthy 
occupation. 


In summary, although some practices might not be relevant to Canada inasmuch as they 
might be a response to particular national circumstances, for example, retirement ages of 
45 might reflect shorter life spans and full pensions together with full earnings might 
reflect manpower shortages, it would still seem that, if the Canada Pension Plan were to 
extend its present flexibility in retirement ages, it would be unlikely to set any precedent 
as far as other Social Security systems are concerned. 


Private Pension Plans in Canada 


As of 1976, 72.6% of all private pension plan members in Canada were covered by plans 
with a normal retirement age of 65. This number has grown from 61.1% in 1970, due to 
the decline in the percentage of employees covered by plans providing different 
retirement ages for men and women. In the past, it was not uncommon to have a normal 
retirement age of 65 for men and 60 for women in a single plan. 


The category "Other" on Exhibits 1 and 2 refers to situations where the normal retirement 
age is not defined in terms of age alone but rather in terms of age plus years of service 
or, in the case of the Armed Forces plan, rank. 


As can be seen from Exhibits 1 and 2, when these figures are broken down by sex and into 


private and public sectors (public in this context refers to the government as employer), 
the following results are obtained. The percentage of male private sector pension plan 
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participants with a normal retirement age of 65 increased from 91.5% to 93.6% between 
1970 and 1976 while the comparable figures for females are 65.7% and 82.2%. Meanwhile 
the percentage of female private sector plan members with a retirement age of 60 
declined from 18.4% to 6.3% while for men the comparable figures are 0.8% in 1970 and 
1.6% in 1976. In the public sector, the situation was somewhat different. 


In 1970, only 54.9% of male plan members had a normal retirement age of 65 and 24.3% 
had a normal retirement age of 60. By 1976, the percentage with a normal retirement age 
of 65 had grown to 61.1% and the percentage with a normal retirement age of 60 had 
decreased to 22.3%. For women in the public sector, a similar trend existed. The 
percentage with a normal retirement age of 65 increased from 45.5% to 56.4% and those 
with a normal retirement age of 60 declined from 35.8% to 26.8%. 


Although 65 is clearly and increasingly entrenched as the normal age of retirement, 97% 
of all plans covering 95% of all plan members provided for early retirement on a reduced 
pension. These figures were identical in 1974 and 1976. In 1976, 40% of the plan 
members covered by a plan with a reduced early retirement provision were ina Position to 
exercise the right to early retirement without their employer's consent; 45% required the 
employer's consent; and, another 5% belonged to plans under which the employer could 
exercise the right to retire without the employee's consent. 


In addition to plans which provide for reduced early retirement, a growing number of 
pension plan members are covered by a plan in which the normal retirement age is 
supplemented by a special retirement provision. Typically, the special retirement 
provision allows an unreduced pension to be paid to an employee who has accumulated a 
certain number of years of service, or who has accumulated a specific total of age plus 
years of service. Plans of this type are increasingly common where large groups are 
covered by a single plan. Thus only 4% of pension plans included a special retirement 
provision in 1976, but these plans covered 40% of plan members, up from 30% in 1970. In 
the public sector in 1976, 12% of the plans "covering well over half of the members" 
included a special retirement provision. For the private sector, the figures were: 3% of 
the plans and 28% of the members. 
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SECTION 4 


It was considered initially that more flexibility could be introduced into the C.P.P. by any 
of the following means: 


1. Reducing the normal retirement age to 60 years with a pension equal to 25% of the 
W VV OE: 


2. Maintaining the normal retirement age at 65 years with reduced pensions available 
from age 60. 


3. Maintaining the normal retirement age at 65 years with reduced pensions available 
from age 60 and increased pensions available from age 66 to 70. 


(Exhibits 5 and 8 show reduced and increased C.P.P. Benefits respectively based on 
specific percentages of the Y.M.P.E. as opposed to actuarial adjustments to the 
benefit payable at age 65). 


4, Eligibility for pensions based on a specific number of years as a contributor either to 
replace a normal retirement age or as an option to the normal retirement age. 


5. Eligibility for pension based on a specific number of years as a contributor in a 
specific type of industry either to replace a normal retirement age or as an option to 
the normal retirement age. 


6. Eligibility for pension based on a specific period of unemployment (or ill health) 
occurring after a specific age. 


However, a review of other Social Security Systems around the world suggested a 
further variation: 


7. Maintaining the normal retirement age at 65, but including a "partial pension" option 
similar to the one incorporated into the Social Security System of Sweden in 1976, and 
mentioned in Section 3 of this Report. (Incidentally, it seems Denmark is now 
considering a similar option.) 


The terms of reference called for consideration of the social and economic implications of 
greater flexibility. It was important, therefore, to also consider the social and economic 
implications of no change in the present flexibility of the retirement schedule under the 
C.P.P. For this reason, certain aspects of the existing situation were reviewed. 


The Existing Situation 


As mentioned in the Foreword, the C.P.P. currently makes retirement benefits available 
at age 65. Under no circumstance can retirement benefits be received prior to that age 
and benefits must commence prior to age 71. As indicated on Exhibit 8, if a C.P.P. 
contributor starts his retirement benefit payments between ages 65 and 71, the amount of 
the benefit would be higher than would be the case if benefits had begun at age 65 
because of increases to the Y.M.P.E. But, it is doubtful, given the amount of the extra 
benefit itself, and also taking into account the effect of "catch-up", whether it is worth 
foregoing the benefits that could be available from age 65. For most purposes, then, it 
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would seem fair to say simply that 65 is the age of eligibility for C.P.P. retirement 
benefits. This, of course, is also the age of eligibility for most private pension plan 
benefits. (As mentioned in Section 3, 72.6% of all private pension plans, including those 
provided by the government as employer, provide for a normal retirement age of 65.) 


It is interesting to review the present situation of Canadian citizens currently aged 60 and 
over: 
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Over age 65 


a) In 1978, 54% of all pensioners were poor enough to be receiving G.I.S. and more 
than 19% were totally dependent upon O.A.S./G.I.S. benefits. 


b) In 1975, 61% of unattached senior citizens and 22% of elderly couples were 
below the Statistics Canada Revised Low Income cutoffs. 


In total, almost half of pensioners were below these poverty lines. 


Ages 60 - 64 


a) Ina survey published in "Retirement in Canada", it was found that in 1975, 37% 
of men had retired by age 64. Of these 58% had retired because of ill health and 
a further 10% because of layoff. 


b) It was also found that fewer than 1/3 of those who had retired because of poor 
health or layoff had employer-sponsored pensions. 


c) In 1975, a survey showed that 30% of those who had been receiving Unemploy- 
ment Insurance benefits for more than 49 weeks were aged 55 and over, whereas 
this age group made up only 11% of all claimants. 


d) In 1976, 22% of women aged 60 - 64 were widows (120,000). Fewer than 20% of 
these widows were eligible to receive survivors' pensions from employer- 
sponsored pensions plans, and just over 1/3 were in the labour force. 


Women 


In 1975, more than 2/3 of all unmarried women over the age of 65 (over 400,000 
Canadians) had cash incomes below $3,500. 


From the above information, it seems that under the present system, too many people 
age 60 and over do not receive adequate cash incomes, do not have a job or do not see 
any hope for a job. 


Before discussing the possible variations listed at the beginning of this Section, it 
should be mentioned that the possible impact of these variations on other government 
and private benefit programmes, as well as the possible social effects are discussed in 
some detail in the following Sections 5 and 6. Comments on these implications are, 
therefore, stated very briefly in this Section. Expanded comments in this Section are 
mostly more appropriate to the economic implications as far as they could be 
determined. 
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Option I: Reducing the Normal Retirement age to 60 years with a Pension 


Equal to 25% of the Y.M.P.E. 


Introduction of this variation would probably have the following impact: 


Re 


Provide pension benefits to many contributors who presently have no pension income, 
and no job. 


Provide the possibility for some contributors to change their activities after age 60. 


Result in a tight labour market. 


If the C.P.P. were to adopt this Option, there could be pressure on private pension 
plans to lower their normal retirement age or at least, there would be the possibility 
of increased utilization of the early retirement options present in the majority of 
private plans (see Section 3). However, the cost implications in this regard could not 
be estimated. There was an assumption that they would substantially increase. 


If other government programmes, such as O.A.S. and U.I. were also adjusted 
accordingly, some savings under the U.I. programme could be envisaged. However, 
considerably greater costs would be incurred under the O.A.S. These amounts could 
not be estimated in dollar terms. 


If the normal retirement age under the C.P.P. were reduced to age 60 with a pension 
equal to 25% of the Y.M.P.E., the cost to the C.P.P. on a pay-as-you-go basis in the 
year 2025, as shown on Exhibit 4, would be 30% more than the cost of the present 
arrangement. 


Option 2: Maintaining the Normal Retirement Age at 65 Years with Reduced 


Pensions Available from Age 60 


Introduction of this variation would probably have the following impact: 
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Would respond to a human need for more flexibility. 
Would not solve the problem of people presently over 6). 
Result in a tight labour market. 


Whether the cost to private pension plans would increase would seem to depend on 
the utilization of this Option. This, in turn, would depend on the combined income an 
individual would receive from both sources. In an attempt to determine the social 
value of this Option, certain assumptions were made as to an employee's work pattern 
and earnings and his resulting reduced pension from the C.P.P. with his resulting 
actuarially reduced pension from a private plan were combined. The results of these 
exercises are shown on Exhibits 5 and 6. 


As shown on Exhibit 3, the Poverty Line was also projected so that a basis would be 
available against which to compare the combined reduced income. From Exhibits 3, 5 
and 6, it can be seen that the income of a contributor retiring normally at age 65 in 
1985, could be $435.42 monthly from the C.P.P. and as little as $308 monthly from a 
Private money purchase plan. These two amounts would provide a total of $743.42 


aggt 


monthly or $8,921.04 annually compared to a possible Poverty Line in 1985 of 
$7,281.00 for a single person and $10,458.00 for a couple. If a contributor were to 
elect early retirement at age 60 in 1985, his C.P.P. reduced benefit could be $304.79 
monthly and his private money purchase plan benefit could be as little as $279 
monthly. These two amounts would produce an annual income of $7,005.48 to 
aa against the projected Poverty Line figures of $7,281 and $10,458 mentioned 
above. 


The above exercise, while possibly open to criticism with regard to the particular 
assumptions selected for use, could be an important one to develop in order to obtain 
some appreciation as to the potential adequacy of future retirement income levels. 
It should also be mentioned in passing, that the method of presently determining the 
Poverty Line itself is under question by certain responsible bodies. 


Again, it was not possible to determine the cost or savings to other government 
programmes assuming that they were adjusted to coincide with this option. 


If the normal retirement age were maintained at 65 years under the C.P.P., but 
reduced pensions were available through the years 60 to 65, the cost to the C.P.P. 
would be minimal as seen from Exhibit 4. 


Option 3: Maintaining the Normal Retirement Age at 65 with Reduced 


Pensions available from age 60 and Increased Pensions available from 
age 66 to 70 


The reduced pensions under this Option would be similar to those shown under Option 2 
and the increased pensions available from age 66 are shown on Exhibit 7. 


Introduction of this variation would probably have the following impact: 
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Would respond to a human need for more flexibility. 


Presumably the cost effect of this Option on private plans would not be as great as 
Option lL. 


Again, it was not possible to determine the cost or savings to other government 
programmes assuming they were adjusted to coincide with this Option. 


Could help contributors over age 65. (However, this should not be deemed as a proper 
method for dealing with the retirement income problem of women or other low 
income earners.) 


Keep more contributors in the labour force than under Option 2. 


The cost to the C.P.P. would probably be more than under Option 2. However, the 
necessary information was not available to substantiate this comment. 
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Option 4: Eligibility for Pensions Based on a specific number of years as a contributor 
either to Replace or as an Option to the Normal Retirement Age 


An option of this sort would parallel the increasing incidence of years of service as part of 
the definition of eligibility for private plan benefits. There might also be a particular 
form of justice in this Option in that it could be viewed as compensation for not having 
drawn on government subsidized education facilities or Unemployment Insurance benefits 
for as long as some others in society. Also, in so far as ill health in old age is the result of 
continuous presence in the work force, this proposal could make a minor contribution to 
addressing the needs of contributors suffering health problems as they approach age 65. 
However, it must be acknowledged that this proposal is less clearly related to addressing 
the needs of ill health and unemployment in old age, than it is in establishing a point of 


justice. 


In the absence of the Child Drop Out Provision, this Option would likely be of less benefit 
to women than men. It was not possible to establish relevant estimates of the cost of this 


or the remaining Options. 


Option 5: Eligibility for pension based on a specific number of years as a contributor 
in a specific type of industry either to replace or as an Option to the 
Normal Retirement Age 


This Option rests on the assumption that certain industries can be designated as "arduous" 
("unhealthy" or "hazardous") and, therefore, the problems of ill health among older 
workers can be relieved by allowing early retirement benefits to be paid to contributors 
who have worked a specific number of years in such industries. The implementation of 
such an Option would clearly require a thorough study of incidence of industrial diseases 
(and accidents) in certain industries. It also seems to be prone to a peculiar injustice of 
its own in that industries that are designated as arduous may well include jobs that are not 
arduous while the opposite situation may exist in industries not designated as arduous. 
This injustice might be relieved to some degree by the more exacting procedure of 
designating occupations within industries. 


Option 6: Eligibility for Pension based on a specific period of Unemployment 
(or il Health) occurring after a specific Age 


The rationale for this Option is that long periods of unemployment at older ages (e.g., 12 
months of unemployment after age 60) are not likely to conclude in the re-employment of 
such contributors. Therefore, in many, if not most cases, long periods of unemployment 
at older ages should be treated as cases of involuntary early retirement and this fact 
should be recognized by making retirement benefits available to contributors in this 
situation. 


This Option obviously addresses the needs of the older unemployed. However, it may be 


seen as posing problems of self-selection for benefits and this problem may be especially 
difficult to deal with in cases where plan members were self-employed. 
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Option 7: Maintaining the Normal Retirement Age at 65 but including a “partial pension" 
Option available to Contributors who switch from full to part-time work 


The "here today - gone tomorrow" approach to retirement that is widely practiced in our 
society is frequently associated with deep psychological traumas. The possibility of 
switching from full-time to part-time work and receiving a "partial pension" could help 
older workers ease their way into retirement and hence reduce the likelihood of 
retirement having adverse psychological effects. 


Although a clearly identifiable object would be served by this Option, its introduction 
would involve certain problems. For instance, while the switch from full-time to part- 
time work would be easily discernible for most wage and salary earners, such would not be 
the case for others, such as many self-employed people. Problems could also arise for 
contributors covered by a final earnings plan whose total earnings would clearly be 
reduced by the switch to part-time work. An analogous problem would exist with earnings 
records under the C.P.P. 


In addition to the Options which are set out at the beginning of this Section, a further set 
of Options built around a normal retirement age of 70 were considered but guickly 
rejected. These Options would have lower pension costs and/or higher standard benefits 
to recommend them as well as the possibility of inducing contributors to stay in the work 
force longer. However, since at the present time, there is not a critical labour shortage, 
Options built around a normal retirement age of 70 would not counterbalance the intrinsic 
merit of facilitating earlier retirement. A normal retirement age of 65 has, at least, 
opened up the later years of life and the decision to work after that age should not have 
to be made as a result of financial duress. 
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SECTION 5 


Summary of Contents 


The age of eligibility for government retirement benefits such as the C.P.P. is an 
important fact in light of which a number of private and other government plans have 
their features designed. In the case of private pension plans, this is obviously true of the 
plans that have their benefit structures formally integrated with the C.P.P. However, 
even where there is no formal integration, the availability of O.A.S. and C.P.P. benefits 
at age 65 has an important influence on the level of private benefits that are deemed 
necessary to provide an adequate retirement income. The availability of O.A.S. and 
C.P.P. at age 65 also has an indirect influence on the affordability of early retirement 
options under private pension plans: if private plans had to provide higher benefits after 
65, then a given level of pension resources might not be able to support either early 
retirement or bridging options. 


In addition to private pension plans, a number of other plans are designed with government 
retirement benefits in mind. The exclusion of people over age 65 from Unemployment 
Insurance Benefits and the exclusion from C.P.P. disability benefits of contributors 
receiving a C.P.P. retirement benefit, are cases in‘point. There is also a certain amount 
of interdependence among government retirement income schemes since the income 
offset provisions of the Spouse's Allowance, G.I.S. and provincial retirement income 
schemes link the amount of support they provide to what is available from other sources 
including C.P.P. 


As shall be seen below, there are a number of other programmes that are designed in light 
of the provisions of government retirement schemes. Suffice it to note here that, in view 
of these interdependencies, any change in the age of eligibility for C.P.P. retirement 
benefits could have a potentially sweeping impact on a variety of other programmes... The 
purpose of this discussion is to offer a reasoned conjecture as to what some of these 
repercussions might be. 


Any attempt to assess the likely impact of age of eligibility for C.P.P. retirement 
benefits on other programmes is forced tobe highly speculative. The reason for this is 
that the impact of changes in the C.P.P. will depend heavily on the degree to which 
people will take up a C.P.P. retirement benefit at an age other than 65. This is difficult 
to predict for at least two reasons. In the first place, the ground rules for offering 
benefits would have to be spelled out quite precisely. For example, in order to assess the 
impact of offering a reduced C.P.P. benefit at age 60, the rate at which benefits would be 
reduced from the full benefit level would have to be known, and whether retirement would 
be necessary in order to qualify for the benefits. If the rate of reduction was high and 
actual retirement was a qualification for benefits, then a low take-up rate for reduced 
benefits could be imagined. Conversely, a very high take-up rate could be envisaged if 


ia reduction rate was low and actual retirement was not required in order to receive a 
enefit.. 


A second reason why it is difficult to predict how many people would take up an option to 
retire at an age other than 65, is that this would depend to a significant degree on what 
other sources of income were available. A substantial percentage of the full C.P.P. 
retirement benefit offered prior to age 65 might induce a large number of people into 
retirement before 65 if, other government retirement benefits also became available at 
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ages other than 65. But, if no changes were made in the eligibility retirements for other 
government programmes, then it is difficult to imagine that even a full C.P.P. benefit 
offered prior to age 65 would induce a large number of people into retirement at an 
earlier age than they would now select. Thus, one of the major unresolved contingencies 
that would determine the impact of a change in the age of eligibility of C.P.P. benefits 
would be whether other government programmes would introduce similar changes. 


In spite of the difficulties just noted, it is possible to offer a reasoned conjecture on the 
manner in which changes in the age of eligibility for C.P.P. benefits might influence other 
Programmes. A catalogue of programmes that might be influenced by a change in the age 
of eligibility for C.P.P. benefits is presented subsequently. For the moment, however, 
some of the observations and conclusions that emerged from the programme-by- 
programme review are noted: 


1. Offering C.P.P. benefits at some age other than 65 will raise questions about the age 
of eligibility for a variety of other government and private programmes. 


2. The more broadly early retirement options are offered (e.g., everyone over age 60 as 
opposed to those who suffer long-term unemployment after age 60), and the fuller the 
benefit that is offered early, the more broadly-based will be the demands to reduce 
the age of eligibility for other government and private programmes. 


3. Programmes of income support offered prior to a normal retirement age lend 
themselves more readily to introduction on a partial or reduced basis, than do 
programmes providing income in kind. 


4. Two very different groups seem to be the most likely to take advantage of earlier 
C.P.P. retirement options - namely, those who already have early retirement options 
available to them under private pension plans and those forced into retirement prior 
to age 65 by ill health and/or unemployment. 


5. Early retirement options would seem to offer some scope for offsetting expenditure 
by reductions in the benefit amounts provided under Unemployment Insurance and 
social assistance. 


6. A revision to the present schedule of retirement under the C.P.P. would possibly not 
be paralleled by a similar revision under the Quebec Pension Plan. 


The programme-by-programme analysis on which these observations and conclusions are 
based is presented below. 


O.A.S., G.I.S. and Provincial Minimum Retirement Income Schemes 


The effect of any change in the age of eligibility for C.P.P. retirement benefits on these 
programmes will be indirect, operating through the political process. And the effect to be 
expected is that demands will arise to maintain the uniformity of age of eligibility 
between O.A.S., G.I.S., etc., on the one hand, and the C.P.P. on the other. This demand 
might well focus on the fact that a C.P.P. retirement benefit, (whether partial or full) is 
not adequate to live on by itself and therefore, other government benefits should become 
available at the same time. To refuse to offer these other benefits on a reduced scale 
would be seen to discriminate in favour of contributors with sufficient private means that 
the C.P.P. would be the only government support they would need. 
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One might speculate that a full C.P.P. benefit prior to age 65 might be met by a demand 
for a full O.A.S. benefit and that a reduced C.P.P. benefit might be met by a demand for 
a reduced O.A.S. benefit. Therefore, one could conceive of reduced O.A.S. and C.P.P. 
benefits offered prior to age 65 that would cost no more than the full benefits at age 6). 
But, it is more difficult to imagine demands forthcoming for reduced minimum income 
benefits since the concept of "minimum" then becomes somewhat absurd. 


Any change in the age of eligibility for C.P.P. benefits is likely to give rise to some 
questioning of the age of eligibility for other government retirement benefits and the 
more broadly the C.P.P. benefits are offered on an early basis, the more broadly based are 
the demands likely to be for the age of eligibility to be altered for other programmes. In 
other words, there is likely to be a more broadly-based demand for a change in the age of 
eligibility for O.A.S. benefits if, the age of eligibility under C.P.P. is changed for all 
contributors than if it is changed for a small section of older contributors, such as those 
suffering long-term unemployment. 


It should also be considered that if increased C.P.P. benefits were available after age 6), 
then this would probably give rise to demands for similar treatment under the O.A.S. and 
other programmes. This would seem especially true if the increased C.P.P. benefits were 
treated as a means of improving the general level of income of contributors over age 65. 


Provincial Programmes which Provide Housing, Relief from Medicare Premiums 
and Drugs to the Elderly 


Typically, these plans now operate for people over age 65 and the age of eligibility for 
these programmes might well be challenged as a consequence of an amended age of 
eligibility under the C.P.P. These programmes do not lend themselves as well as some 
others to introduction of a partial or reduced basis. 


Spouse's Allowance 


This income-tested programme provides support to the spouses aged 60 to 65 of O.A.S. 
recipients. If C.P.P. benefits came to be paid before age 65 to the current recipients of 
the Spouse's Allowance, there would be a consequential reduction in the benefits paid and 
the costs of the Spouse's Allowance programme. If full or partial O.A.S. benefits were 
widely available at age 60, the offset against the Spouse's Allowance would obviously be 
greater and if O.A.S. and G.I.S. benefits were offered universally at age 60, the rationale 
for the Spouse's Allowance would disappear entirely. However, it should be noted, that 
partial O.A.S. and G.I.S. benefits offered at age 60 would not produce as high a benefit for 
those current recipients of the Spouse's Allowance who, along with their spouse, rely 
entirely on the O.A.S./G.I.S. system for their income. Recipients of the Spouse's 


ee who are currently in this situation receive the equivalent of full O.A.S./G.I.S. 
enefits. 


Disability and Survivor Pensions under the C.P.P. 


Each of these aspects of the C.P.P. is integrated in some fashion with the eligibility age 
for retirement benefits under the C.P.P. For example, disability benefits now end at the 
moment that retirement benefits become available. If partial retirement benefits were 
made available at an age prior to 65, it would have to be resolved whether it would be just 
to force the recipients of disability benefits on to a reduced benefit or whether they 
should be allowed to remain on the disability benefit until age 65. 


Jor 


Survivor benefits are linked to the age of eligibility in that the formula used in calculating 
a survivor pension depends on whether the survivor is in receipt of a retirement pension. 
Altering the age of eligibility for retirement benefits will influence the likelihood of a 
survivor being in receipt of a retirement benefit and hence the formula according to 
which the survivor benefit will be calculated. In most cases, the survivors' benefits would 
improve if they were recipients of a retirement benefit. 


Survivors' benefits are also linked to retirement benefits in the sense that they are based 
on the amount of the deceased contributor's retirement benefit. In the event that a 
deceased contributor has opted for a reduced retirement pension, this would have an 
effect on the size of the spouse's survivor pension. This may raise the question as to 
whether a spouse should consent to a contributor opting for a reduced retirement pension. 


Also, the spouse of a contributor who is not entitled to any retirement pension on his/her 
own, becomes entitled to a survivor pension at age 65. The age of eligibility for this 
benefit may be called into question if the age of eligibility for the basic retirement 
benefit changes. 


Private Pension Plans 


Even when the benefits under private pension plans are not formally integrated with the 
C.P.P., the existence of the C.P.P. is an important factor in the design of private plans. 
First of all, the existence of O.A.S. and C.P.P. benefits at age 65 is regarded as a base in 
determining the necessary or desirable level of benefits to be provided by private plans. 
Secondly, the incidence of early retirement options under private plans (as mentioned in 
Section 3) is regularly associated with arrangements that provide a larger private pension 
plan benefit prior to age 65 and when the C.P.P. and O.A.S. benefits become payable, a 
smaller benefit thereafter. The attempted object of changing the level of the private 
pension plan benefit is to even out the level of all benefits (private and government) 
throughout the time these benefits are payable. 


In cases where full private pension plan retirement benefits are already being offered 
before age 65, the introduction of full or reduced government benefits would probably 
reduce the level and therefore the cost of the private pension plan benefits now being 
provided. Presumably, these savings could be applied in several directions: to reducing 
the retirement age under the private plan still further; to increasing the standard benefit, 
or to some other aspect of compensation. 


In cases where private pension plans do not presently offer full retirement benefits prior 
to age 65, speculation on the effects of amending the age of eligibility OF O.ASS. vand 
C.P.P. becomes much more tenuous. On the one hand, it is probably reasonable to assume 
that the availability of full O.A.S. and C.P.P. benefits prior to age 65 would give rise to a 
desire for earlier retirement under private plans. On the other hand, the demand for an 
earlier retirement age under a private pension plan would require either an increase in the 
resources devoted to the plan or a reduction in the benefits. Therefore, the demand for a 
reduced normal retirement age may not be universal. In cases where a partial O.A.S. 
and/or C.P.P. benefit was offered before age 65, the consequent demands for a reduced 
normal retirement age would be less again. Indeed, given the apparent prevailing 
skepticism about the adequacy of current retirement benefit levels, it is not difficult to 
imagine a high degree of hesitancy in trying to match a reduced early retirement age 
under the C.P.P. with a reduced normal retirement age under a private pension plan. 
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Another factor that would determine the impact of an amended age of eligibility for 
O.A.S. and C.P.P. benefits on private pension plans, is whether the definition of early 
retirement eligibility could be made to correspond to that of private plans. ‘It the early 
retirement options in the government plans were offered universally, or on an industr y-by- 
industry basis, then the definition of extended O.A.S, and C.P.P. benefit eligibility would 
parallel private pension plans and the considerations raised in the previous paragraph 
would apply. But, if extended O.A.S. and C.P.P. benefit eligibility was offered to 
contributors suffering long periods of unemployment, then the definition of extended 
eligibility would not correspond with that of private pension plans. Hence it would be 
difficult to imagine the members of any particular pension plan demanding changes in the 
age of eligibility in the private pension plan as a result. 


One possible amendment to the age of eligibility for C.P.P. benefits that would have some 
complicating implications for private pension plans deserves special note. Specifically, if 
a system of paying a partial pension to contributors who switch to part-time work as a 
way of preparing for full retirement were introduced (as mentioned with regard to Sweden 
in Section 3), the members of final average earnings plans could suffer due to the reduced 
earnings they would receive from their employer. Also, in cases where being a full-time 
employee is a criterion for receiving credit for service under a plan, a switch to part-time 
employment poses obvious potential problems. 


Finally, it should be noted that, if actuarially increased benefits were widely available 
under government plans, demands for treatment which is at least as generous under 
private pension plans would probably follow. 


Unemployment Insurance 


The Unemployment Insurance Act was recently amended so that the age of eligibility for 
government retirement benefits became the maximum age of eligibility for Unemploy- 
ment Insurance. The government might well wish to maintain such a relationship in future 
if full benefits from O.A.S. and C.P.P. were to become available at some age other than 
65. 


A more important relationship may also exist between Unemployment Insurance and the 
availability of C.P.P. benefits at some other than age 65. In this regard and as shown on 
Exhibit 10, the following characteristics of older workers are significant: 


1. Unemployment among older workers is typically of longer duration than it is among 
younger workers. 


2. Older workers are more likely to exhaust Unemployment Insurance claims than 
younger workers. 


3. Older workers are less likely than younger workers to be taking a job when their 
Unemployment Insurance benefits end. 


For older workers who exhaust their Unemployment Insurance benefits and who do not 
find work, the only source of government assistance currently available is the needs- 
tested social assistance. For these workers in particular, the availability of full or partial 
O.A.S. and C.P.P. benefits prior to age 65 might be an appealing alternative to social 
assistance. To some degree too, there- should be an expenditure offset between 
Unemployment Insurance and C.P.P. 
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Social Assistance 


Older workers who have no entitlement to Unemployment Insurance benefits may well 


_ find O.A.S. and C.P.P. benefits an attractive alternative to social assistance if OAS. 
_ and/or C.P.P. benefits were available prior to age 65. Again, some expenditure offset 


should exist between making O.A.S. and C.P.P. benefits available prior to 65 and social 
assistance payments. 


Private Disability Plans 


_ Although there is little data available on the provisions of private disability plans, 


standard sources suggest that they are commonly integrated with the C.P.P. in two 
respects. First, benefits are usually payable to 65, but not beyond that age and second, 
benefits are typically offset against or integrated with government benefits. If the age of 
eligibility for full C.P.P. and O.A.S. benefits were reduced, it is conceivable that general 
retirement practices and the maximum age of eligibility for private disability benefits 
might well follow suit. A partial benefit offered prior to age 65 would likely do no more 
than reduce the amount of private benefits paid. 


The possibility that actuarially increased benefits might induce delayed retirement could 
pose problems for private disability coverage in that insuring people over age 65 is very 
expensive. 


A similar problem would exist in the life insurance field in which group plans typically 


_ provide either reduced coverage or no coverage at all after age 65. 
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SECTION 6 


Any attempt to analyze the social effects of amending the age of eligibility for 
retirement benefits under the C.P.P. is limited by the same difficulty as an attempt to 
analyze its effects on other programmes. The social consequences would depend largely 
on the impact of amendments to the C.P.P. on actual retirement practices and this, in turn, 
would depend on the exact nature of the terms and conditions under which amendments 
were made to the C.P.P. Actual retirement practices would be influenced far more 
heavily if a full O.A.S. and C.P.P. were offered to everyone at age 60, than if a partial 
C.P.P. benefit were paid to retirees from special industries (arduous, unhealthy or 
hazardous). Thus a great deal of variation in the effects on retirement practices of the 
various proposals for amending the C.P.P. listed in Section 4 could be expected. However, 
even with this problem in mind, it is possible to review some of the social issues that are 
related to the question of retirement age and offer some reasoned conjecture on the 
manner in which a change in the age of eligibility for C.P.P. benefits would affect these 
issues. 


Age-Dependency Ratio 


The ratio of retired people over age 65, who now receive government old age benefits, to 
the working age population (i.e., the population aged 20 - 64) is termed the age 
dependency ratio. And, the projected growth in this ratio, in Canada, over the next half 
century has been cited as a major cause for concern because of its implications on the 
costs of retirement income programmes. All things being equal, the larger the 
dependency ratio, the higher the active work force will have to be "taxed" in order to 
provide a given level of benefits to retirees. Any change in the age of eligibility for 
government retirement benefits has the capacity to influence the size of the dependency 
ratio in so far as it can influence actual ages of retirement. 


The increasing age-dependency ratio in Canada, has been cited as a reason for not 
increasing government retirement benefits and for not lowering the age of eligibility for 
government retirement benefits. The argument has been made that when these possible 
changes are coupled with the growing age-dependency ratio, they would produce an 
unaffordable tax burden. A less common line of argument is that, in future, our labour 
force will grow at a slower rate than it has in the past and therefore, the economy will 
need all the workers that can be made available. The conclusion drawn from this latter 
line of reasoning is that no inducement should be given to lure people out of the labour 
market at an earlier age. 


Arguments based on the age-dependency ratio cannot be taken lightly. However, analysis 
of relevant available information lead to the following conclusions: 


1. That the proportions of an increase in the age-dependency ratio are largely unknown. 


2. That the tax rates required to provide pensions to the growing number of people over 


age 65 should not have to increase specifically because of the growing age- 
dependency ratio. 


3. Predictions of future labour shortages have a shaky foundation. 
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4. Therefore, the projections of a growing age-dependency ratio suggest that a degree 
of caution should probably be exercised in dealing with proposals that would further 
increase age-dependency ratios, but they do not, by themselves, constitute a 
compelling basis for resolving these issues one way or the other. 


In the remainder of this sub-section, some of the considerations leading to this conclusion 
are outlined. 


On the basis of the 1971 census, Statistics Canada prepared four projections of the 
Canadian population by age group through to the year 2031. The different estimates were 
based on different assumptions about rates of net migration into the country and different 
rates of fertility. This data showed a possible growth in the ratio of the over age 65 
population to the 20 to 64 year old group, from an actual level of 15.4% in 1971 to 
anywhere from 23.7% to 35.0% by 2031. While all projections imply a growth in the age- 
dependency ratio, it is also clear that there is a very large variation in the estimates: the 
23.7% estimate for 2031 is closer to the actual figure for 1971 than it is to the 35.0% 
figure for 2031. In other words, the estimates do not give a very exact picture of what 
the dependency ratio will be in 2031. 


All projections prepared on the basis of the 1971 census anticipated not only an increase 
in the age-dependency ratio, but also a decline in the ratio of those under age 19 to those 
people aged 20 to 64. The effect of these offsetting tendencies was to yield a surprisingly 
stable percentage of the total population in the 20 to 64-age range. The projection 
showing the lowest age-dependency ratio also showed the lowest percentage of the 
population in the 20 - 64 range - namely 53.8% compared to an actual figure of 52.8% in 
1971. On the other hand, the highest percentage of people in the 20 - 64 age range was 
only 57.1% and this estimate was part of a projection which also showed the largest age- 
dependency ratio. 


In a technical sense, the stability of the age 20 - 64 group reveals the sensitivity of the 
projections to the estimates of fertility. High fertility assumptions yield projections with 
relatively large numbers of young people, relatively small numbers of old people and a 
large total population. Low fertility assumptions yield projections with the opposite 
characteristics. This point is worth noting because fertility has not proven to be stable 
over long periods of time such as the 60 years involved in the Statistics Canada 
projections. Although there has been a steady decline in fertility rates since the late 
1950's and the highest fertility rate assumption used in the Statistics Canada projections 
has not been reached since 1967, it is also true that fertility rates have fluctuated widely 
over the past half century reflecting both changes in disposition towards child bearing and 
changes in the technical means of preventing it. Thus, fertility rates fell from a rate of 
just over 3,500 per thousand women in the early twenties to just over 2,500 in the late 
thirties when the rate began its climb to nearly 4,000 in the late 1950's. By the mid 
1970's, the fertility rate had sunk to about 1,700. The problems that can arise in basing a 
long-term population projection on very current fertility rates is demonstrated by a U.S. 
study done during the low fertility years of the 1930's which underestimated the U.S. 
population in 1975 by 56 million persons or more than 25%. 


Aside from the uncertain nature of the data on which the warnings about an increasing 
age-dependency rate are based, there are several other problems that preclude an easy 
leap from projections of the age-dependency ratio to policy conclusions about the 
affordability of retirement income schemes. In this connection, it is worth bearing in 
mind first of all, that the question of what can be afforded is less a technical question of 
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what a particular programme costs than a political question as to what society is willing 
to pay. By comparison with a number of industrialized countries in western Europe, 
Canadians contribute rather small amounts to government retirement income schemes. 
The point would seem to be that purely political values and beliefs would intervene 
between an assessment of demographic and cost trends on the one hand, and policy 
decisions on the other. Having made this point, there are two more or less technical 
points that should be made about the relationship between an increasing age-dependency 
ratio and the affordability of retirement income schemes. 


The population projections cited above included data showing that while the ratio of the 
over age 65 to the 20 - 64-year-old group was expected to increase, the ratio of those 
under 20 to those in their working years will decline. The extent of such a decline is no 
more firmly established than the growth of an older population. However, to the extent 
that there is such a decline, there is a possibility that a decline in the "youth dependency 
ratio" will allow for some reallocation of government expenditures from young people to 
old people. This possibility stems from the fact that young people establish the client 
group for a number of expensive government programmes and tax expenditures such as: 
family and youth allowances; education; mothers' allowances; recreation programmes; 
dependent child deductions; and so on. To the.extent that there is any relief in the tax 
levels required to support youth programmes, there is some possibility for increasing 
government expenditures on older people with no increase in taxes. 


The other point to be made here is that the tax rate required to provide a given level of 
real benefits to retirees will not only vary positively with the age-dependency ratio, it 
will also vary inversely with the rate of real economic growth. Thus if the age- 
dependency ratio were to double over a 60-year period, this would imply an annual 
compound rate of growth of approximately 1-3/16%. This would represent less than one 
quarter of the annual rate of real economic growth experienced since 1950. Even if 
Canada experiences a slower rate of real growth, for example 2%, the annual rate of tax 
required to provide a growing number of retirees with the same real benefit would 
decline. Assuming a 2% rate of real economic growth and a 1-3/16% annual rate of 
growth in the ratio of retirees to employed people, the tax rate required after 60 years to 
provide the same real benefit would be approximately 61% of what it was at the beginning 
of the period. 


The growth of the age-dependency ratio has been associated with the question of the 
availability of manpower as well as with the cost of retirement income programmes. 
Specifically, it has been argued that the rate of labour force growth will slow down 
dramatically in the 1980's and the unemployment of the last decade will give rise to tight 
labour markets in the 1980's. Arguments to this effect generally have relied not only on 
the projections of the working-age population, but also on rather rigid assumptions about 
rates of employment growth and participation rates. The most recent annual Policy 
Review and Outlook of the C.D. Howe Research Institute has noted that one assumption 
of doubtful value that has regularly been made when tight labour markets are predicted, is 
the assumption that female participation rates have stabilized. However, from mid-1976 
to mid-1978, the annual rate of increase in female participation rates was 4.9% compared 
to 2.7% for the years 1971-76 and 2.2% from 1966 to 1971. Based on a consideration of 
the instability of participation rates and a range of population projections, the Policy 
Review included a projection of a range of rates of labour force growth. The range 
covered a low figure of 1.5% through to 1986, and a high figure of 3.0%. While the upper 
end of the range was below the actual rate of growth of 3.5% for the decade from 1967 to 
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1977, a growth rate at the upper end of the range would be equivalent to the rate of 
employment growth over the ten years 1967-77. Moreover, the impact of any rate of 
labour force growth on actual surpluses or shortages of labour depends on the rate of 
employment growth of which there is no certain knowledge. 


Mandatory Retirement 


There is not necessarily a connection between the age of eligibility for C.P.P. retirement 
benefits and the practice of mandatory retirement. Nonetheless, there are some 
circumstantial connections which should be noted. First, if the age of eligibility for full 
C.P.P. benefits and O.A.S. benefits were changed, it could lead to a change in the actual 
age of retirement and hence, the age at which mandatory retirement was imposed. 
However, to reiterate, there is no reason to believe that the incidence of compulsory 
retirement would change. Secondly, if a change in the age of eligibility for C.P.P. 
benefits was coupled with a requirement that a contributor be retired in order to receive 
the benefit, a more rigid distinction between being employed and being retired than 
currently exists would have to be drawn. In other words, there would be a compulsion to 
leave the labour force as a whole and not just a single employer. This compulsion could be 
reinforced by amendments to other programmes that support people in employment if 
their maximum age of eligibility was amended along with an amendment to the age of 
eligibility for C.P.P. retirement benefits. For example, if the age of eligibility for C.P.P. 
retirement benefits was reduced to 60 and, at the same time, the maximum age of 
eligibility for Unemployment Insurance, Workmen's Compensation and C.P.P. disability 
benefits was set at that age, there would be perceived pressure to leave the labour force 
at that age. In a strict sense, the amendments to government programmes referred to 
here do not involve "mandatory retirement" but they do involve feelings of compulsion to 
leave the labour force. 


Providing Income to Contributors Who Are Involuntar ily Retired Prior to Age 65 


A recent study published by Health and Welfare Canada "Retirement in Canada", suggests 
that a significant number of Canadians are forced into retirement prior to age 65 due to 
Circumstances such as ill health and layoff. Indeed, of all the retirees surveyed in the 
preparation of this study, 32.8% cited ill health as the reason for retirement and another 
5.9% said layoff was the reason for their retirement. In both cases, 60% of those who 
cited these reasons for retiring were retired before age 65. 


As matters currently stand, those people who are forced into retirement for health 
reasons might be eligible for Government disability benefits, and for limited periods of 
time, Unemployment Insurance would be available for people who retired due to either 
poor health or layoff. However, should these benefits not be available or cease to be 
available, the only government benefit that would be available would be social assistance 
which is considered to be rather a demeaning form of help. Making C.P.P. benefits 
available to contributors who retire before age 65 due to ill health and long periods of 
unemployment would certainly be seen as a humanitarial alternative to social assistance. 
It would also recognize the fact of retirement and not treat these contributors as if they 
were likely to return to the labour market. 


ons to the C.P.P. could be 


As mentioned previously in Sections 4 and 5), specific revisi 
However, there are a 


made to respond to the needs of involuntary pre-age 65 retirees. 
number of associated design problems and some of these are listed below: 
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1. Should such contributors be considered as a separate group or through revisions 
pertaining to all contributors over for example, age 60. 


2. Could reasonable and just criteria be established to identify the group of involuntary 
retirees. 


3. Should full or partial benefits be offered to such a group. 


4. In making benefits available to these contributors, should their being retired be a 
criterion of receiving benefits. 


5. Should age remain a criterion for defining the group we are concerned with and, if so, 
does there not remain an element of arbitrariness in recognizing their de facto 
retirement. 


While more problems could be listed, suffice it to state that a positive social purpose 
could be accomplished by extending C.P.P. benefits to contributors who retire involun- 
tarily before age 65, but not, it seems, without some difficulty. 


Recognizing the Different Retirement Pattern of Women 


Available data indicate that women who have entered the labour force have tended to 
retire at an earlier age than men. This phenomenon has been explained in a variety of 
ways. For instance, it has been argued that the earlier retirement age of women reflects 
the desire of married women to retire at the same time as their husbands who are 
generally older. It has also been argued that it reflects the passing of the heaviest burden 
of family expenditures which a wife's income was helping to bear. Whatever the reason 
for earlier retirement among women, it could be argued that making C.P.P. retirement 
benefits available before age 65 would better reflect the actual pattern of retirement 
among women. 


As a rationale for amending the age of eligibility for C.P.P. retirement benefits, the 
retirement pattern of women appears to be a paradoxical consideration. On the one hand, 
it is probably true that, among the large number of women who retire before age 65, many 
would opt to receive even a reduced C.P.P. benefit before age 65. On the other hand, the 
retirement pattern of women, like their whole work pattern, is based on the existence of a 
work environment which traditionally has been hostile to the interests of women. Thus, 
there is, at least, some question whether an amendment to the C.P.P. which would 
ps established patterns of women's work and retirement would be desirable on that 
asis. 


Aside from this broadly defined philosophical question, there are a variety of more 
specific questions that arise in considering women's retirement problems through the age 
of eligibility for C.P.P. retirement benefits. We believe several points should be made: 
First, the prevailing interpretation of what constitutes sex discrimination precludes any 
amendment to the age of eligibility which is specifically for women. Secondly, as long as 
women's earnings are lower than men's and their labour force attachment is less long- 
lasting than men's, their full C.P.P. benefits will tend to be lower. It would seem needless 
to add that, therefore, reduced benefits would amount to less for women than for men. In 


considering the adequacy of any reduced benefits that could be made available, this point 
should be taken into account. 
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(To exemplify this last problem, it can be noted that, in March 1978, the average new 
retirement benefit paid to a 65-year-old male contributor under the C.P.P. was $157.16 
per month while for female contributors, it was $105.11 monthly. If a rate of reduction 
for taking benefits early that is common in private plans were adopted and a 70% benefit 
were offered at age 60 under C.P.P., then the average benefit for male contributors would 
be $110.01 and for female contributors it would be $73.58.) 


The third point is that, if actuarially increased pensions after age 65 were to become 
available under the C.P.P., this option would not be an appropriate one for low-income 
contributors to select, to improve their retirement income. Finally, the possibility of 
basing C.P.P. benefits on years of contribution would discriminate against some women 
unless something akin to the "Child Drop Out" Provision was adopted. 


Easing into Retirement 


In many quarters, it has been noted that the "here today, gone tomorrow" approach to 
retirement can have traumatic consequences for some workers. People concerned with 
this issue have, therefore, sought methods of building a transition period into the move 
from employment to retirement. (As mentioned in Sections 3 and 4, the Swedish Social 
Security System spoke to this problem with its 1976 "Partial Pension" Amendment). 


The age of eligibility and benefit structure of the C.P.P. could be amended so as to 
address this problem, specifically if a partial pension was introduced at some age 
specifically for contributors who reduced their hours of work by a certain number. Some 
of the problems inherent in this approach have been discussed above and previously in 
seetion: 5. 


Another matter also mentioned in this Section and the previous Section is the question of 
actual retirement as a criterion for receiving C.P.P. retirement benefits. This, of course, 
is related to the question of easing into retirement. From some vantage points, such a 
criterion could be considered reasonable. However, it would contribute to drawing a sharp 
distinction between the working and retired periods of a contributor's life and hence would 
not contribute to the objective of easing into retirement. 


The Distribution of Retirement Benefits 


One of the points mentioned in Section 5 was that, if full or partial C.P.P. retirement 
benefits were offered universally prior to age 65, contributors eligible for other 
retirement benefits prior to age 65 would probably take advantage of such an opportunity. 
However, contributors without other retirement benefits prior to age 65 may not be able 
to muster the resources to supplement a partial C.P.P. benefit, in particular to establish a 
reasonable retirement income payable prior to age 65. This consideration raises the 
question as to whether any additional funds available to the C.P.P. might be Better used 
to improve the basic benefits than to amend the age of eligibility for benefits. Certainly, 
it could be argued that a reduction in the age of eligibility for benefits would be of 
substantial benefit to those who could establish reasonable economic circumstances In 
retirement and of less benefit to many of those who could not. Greater benefits might 
accrue to lower-income earners through an improvement in basic benefits. 
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Exhibit 3 


PROJECTION OF POVERTY LINES 


Year 1 Person in the Family 2 Persons in the Family 
1978 $4,842 ScZyOk6 
L979 Dil 3B 7 5437 
1980 5,44] 7 ,883 
1981 5,767 8,356 
1982 evry © Be 8,357 
1983 6 ,480 9,388 
1984 6 , 869 oe oo 
1985 7yZSl 10,548 


The 1978 figures shown above are from Statistics Canada and apply to areas with 500,000 
residents or more. These figures from 1979 to 1985 assume an increase of 6% per annum. 
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Exhibit 4 


CANADA PENSION PLAN 
FUND IMPLICATIONS OF 
LOWERING THE RETIREMENT AGE TO 60 AND 
OF REDUCED PENSIONS TO AGE 60 


Pay-As-You-Go 


Critical Critical Critical Contribution Rate 
Plan Year No. | Year No. 2 Year No. 3 In: 2025 
% 
1) Present CPP 1985 1992 2003 8.62 


2) Lower Retirement 
Age to 60 over a 
5-year period, with 1982 1984 1993 11.45 
no earnings or 
retirement test 


3) Lower Retirement 
Age 60 over a 5- 
year period, with 
no earnings or 1984 1990 2001 8.82 
retirement test and 
a reduced benefit 
(70% at age 60) 


CRITICAL YEAR NO. 1: Benefits = Contributions 


Year in which contribution rates would have to be raised in order to maintain the 
relationship of equality between benefits and contributions. The Fund would then 
continue to accumulate over time since interest paid on provincial bonds held by the CPP 
would be borrowed back by the provinces in the form of new bond issues sold to the CPP. 


CRITICAL YEAR NO. 2: Benefits = Contributions + Interest 


Year in which contribution rates would have to be raised, in order to maintain the 
relationship of equality between benefits and contributions - plus-interest-payments to 
the Fund. Thus, the interest provinces pay to the Fund partly offset expenditures on 
benefits and administration. 


CRITICAL YEAR NO. 3: Fund Exhausted 
Year in which contribution rates would have to be raised to pay-as-you-go contribution 


rates, since Fund would then be exhausted; that is, all provincial loans have matured and 
been redeemed. 


(INFORMATION PROVIDED BY HEALTH AND WELFARE CANADA - INCOME 
SECURITY PROGRAMMES) 
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Exhibit 5 


CANADA PENSION PLAN 
TABLE OF REDUCED PENSIONS 
TO AGE 60 


In order to develop this Exhibit, it was assumed a contributor would have made 19 years of 
contribution to the C.P.P. by 1985 to the level of the Y.M.P.E. in each year from 1966. 
The Y.M.P.E. was assumed to increase by 12.5% annually from 1979. 


Age at 
which Benefit asa 
Benefits Benefit asa Percentage of 25% 
Commence Dollar Amount Yavierse. 
64 $409 .29 94% 
63 JOOS Le 88% 
62 357 .04 82% 
61 330,92 76% 
60 304.79 70% 


At the normal retirement age of 65 years in 1985, the normal retirement benefit using the 
assumptions shown above would be $435.42. 


(The percentage reduction from 100% at age 65 to 70% at age 60 is somewhat arbitrary 
although we believe it compares to the reduction used in some private pension plans. It is 
not intended as a specific recommendation of the committee.) 


(INFORMATION PROVIDED BY HEALTH AND WELFARE CANADA - INCOME 
SECURITY PROGRAMMES) 
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Exhibit 6 


PRIVATE PENSION PLAN 
TABLE OF ACTUARIALLY REDUCED PENSIONS TO AGE 60 


In order to develop this Exhibit, it was assumed that an employee would have made 
19 years of contribution to a private Pension Plan by 1985. The salary was assumed 
to be $15,000 in 1979 and increases in salary were assumed at 3% annually from 1966 
to 1975 and at 6% annually from 1975. There was a plan earnings interest assumption 
of 7% and the calculations were based on the 1971 Group Annuity Mortality Table. 


For the "Money Purchase" Plan, Employee and Employer contributions were assumed 
to be the same at 3.5% of salary up to the Y.M.P.E. and 5% of salary in excess of that 
levels 


For the "Defined Benefit" Plan, the Pension Benefit was assumed to be 2% of the best 
5 years! earnings. 


The Pension Benefit under both plans was assumed to have no guarantee period i.e., 
for life of the annuitant only. 


Age at 
which 
Benefits Money Purchase Defined Benefit 
Commence Male Female Male Female 
65 $358 $308 $568 $568 
(for reference) 
64 348 30 507 D153 
63 339 295 453 467 
62 aol 289 407 425 
6] 323 284 366 388 
60 316 249 330 354 


See aes PROVIDED BY THE IMPERIAL LIFE ASSURANCE COMPANY OF 
CANADA 
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Exhibit 7 


CANADA PENSION PLAN 
FUND IMPLICATIONS OF 
INCREASING PENSIONS TO AGE 70 


Pay-As-You-Go 


Critical Critical Critical Contribution Rate 
Plan Year No. | Year No.2 Year No. 3 In 2025 
% 

1) Present Plan 1985 [592 2003 8.62 
2) Increasing Pensions 

starting in 1980 from 

15%abeAge 65 to 1986 1992 2003 8.70 

35% at Age 70 
3) Increasing Pensions 

starting in 1980 from 1986 1990 5000 9.92 


25% at Age 65 to 
50% at Age 70 


CRITICAL YEAR NO. |: Benefits = Contributions 


Year in which contribution rates would have to be raised in order to maintain the 
relationship of equality between benefits and contributions. The Fund would then 
continue to accumulate over time since interest paid on provincial bonds held by the CPP 
would be borrowed back by the provinces in the form of new bond issues sold to the CPP. 


CRITICAL YEAR NO. 2: Benefits = Contributions + Interest 


Year in which contribution rates would have to be raised, in order to maintain the 
relationship of equality between benefits and contributions-plus-interest-payments to the 
Fund. Thus, the interest provinces pay to the Fund partly offset expenditures on benefits 
and administration. 


CRITICAL YEAR NO. 3: Fund Exhausted 


Year in which contribution rates would have to be raised to pay-as-you-go contribution 
rates, since Fund would then be exhausted; that is, all provincial loans have matured and 
been redeemed. 


(INFORMATION PROVIDED BY HEALTH AND WELFARE CANADA - INCOME 
SECURITY PROGRAMMES) 
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Exhibit 8 


CANADA PENSION PLAN 
TABLE OF INCREASED PENSIONS TO AGE 70 


In order to develop this Exhibit, it was assumed that a contributor would have made 35 
years of contribution to the C.P.P. by 2002 to the level of the Y.M.P.E. in each year from 
1966. It was also assumed that the Y.M.P.E. would increase by 12.5% annually until 1986 
and thereafter by 6% annually. The long range inflation rate was assumed to be 5% 
annually. 


Age at Increased 
which Benefit asa Increased Benefit asa 
Benefits Dollar Amount Benefit asa Percentage of 
Year Commence Current Plan * Dollar Amount ¥ sie E. 
2002 66 Sl, 287.00 SL, 545.00 30% 
2003 67 | ,.363.39 Vyo07 4 35% 
2004 68 1,445.14 . 275%? 222 40% 
2005 69 lignes PP i sep 28: 45% 
2006 70 P6225 22 eS 50% 


At the normal retirement age of 65 years in 2001, the normal retirement benefit using the 
assumptions shown above would be $1,215.28. 


* This amount increases each year after age 65 due to the assuméd increase in the 
¥.MeP, Ee 


(INFORMATION PROVIDED BY HEALTH AND WELFARE CANADA - INCOME 
SECURITY PROGRAMMES) 
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Exhibit 9 


CANADA PENSION PLAN 
ILLUSTRATION OF "CATCH UP" 


he term "Catch Up" means the amount of time it would take one sample individual to 


eceive the same amount in benefits as another sample individual who elected to start 
eceiving benefits earlier. 


mpact of a reduced pension in terms of the number of months necessary to "Catch Up" to 
e sample individual who elected to retire at age 


No. of Months to 
"Catch Up" to a Sample 


Age of Sample Benefit Individual who Retires 
Year Individual Level at Age 60 
1985 60 70% - 
1986 61 76% 64 
1987 62 82% 64 
1988 63 83% 66 
1989 64 94% 69 
1990 65 100% 70 


mpact of an increased pension in terms of the number of months necessary to "Catch Up" 
o the sample individual who elected to retire at age 


No. of Months to 
"Catch Up" to a Sample 


Age of Sample Benefit Individual who Retires 
year Individual Level at Age 60 
2001 65 25% ~ 
2002 66 30% 47 
2003 67 35% 49 
2004 68 40% 48 
2005 69 45% 46 
2006 70 50% 45 


INFORMATION PROVIDED BY HEALTH AND WELFARE CANADA - INCOME 
SECURITY PROGRAMMES) 
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Exhibit 10 


A NOTE ON UNEMPLOYMENT AMONG OLDER WORKERS 


In the text several assertions were made about unemployment among older workers for 
which some documentation should be provided. Specifically, the assertion was made that 
unemployment was of longer duration among older workers, that older workers were more 
likely to exhaust their unemployment claims than younger workers, and that older workers 
were less likely to take a job after their unemployment insurance benefits ended. Each 
point will be dealt with in turn. 


1) Duration of unemployment among older workers: 


The following data on the duration of unemployment by age for the years 1976-1978 


was derived from: Statistics Canada, Labour Force Annual Averages 1975-78. 


Average 
4 weeks 5-13 14 weeks number of 
Total or less weeks and over Other weeks 
thousands (percentages of age group total) 
1976 

Total [27-230 (3a) 229 “ASty) 2a Nae ee | bs ey > 
15-24 years SHS 20. ABH 1G. (35) 102 929) GaGa) 12.2% 
25-44 years 259. — F&—~-(30) ED A29) fae 3 Wi Bao 19 14.7% 


45 years andover 119 31 (26) 34 (29) 48 (40) Shall he 17.2% 


1977 
Total 850 260 (31) 263 (31) 298° (35) ~30 (4) 14.5% 
15-24 years 407 136 (33) “932. ~(32) “328 6 i 13.1% 
25-44 years 299° “BP 29) 7 (50) 2 109 9 eee Nie) 15.0% 


45 years and over 144 37 (26) 40 (28) 61 (42) 6 (4) 17.7% 


1978 
Total Oil 3267 © (29) 5.273 (30) 339 G7) 3 aa) 15.5% 
15-24 years BLS @ NSD (3 3 ZY 18 ee ees 13.4% 
25-44 years 339) 92) (23) 99 (30) 130 G9) 13 @ 16.0% 


45 years and over TDD es SG ques) 41 (26) 71 (46) 6 (4) 20.0% 


To put a somewhat finer point on the generalization, Statistics Canada kindly 
provided data broken down into the 45-54, and 55-64 age categories, for the month of 
September 1978. This data is presented below. 


gltties 


2) 


#3) 


Duration of Unemployment by Age Groups 
For Canada, September 1978 
(Estimates in thousands) 


45-64 years 45-54 years 55-64 years 


Total 140 84 56 
1-4 weeks 40 24 ip) 
5-13 weeks oo 23 10 
14 weeks plus 63 35 pa) 
Future Starts 4 * * 

Average Number of Weeks 21.0 19.4 23.4 


* Estimates less than 4 thousand 


Older workers are more likely to exhaust their unemployment insurance claims 


In preparing for the amendments to the Unemployment Insurance Act in 1977, the 
Unemployment Insurance Commission made a number of surveys of claimants, the 
results of which were published in: Comprehensive Review of the Unemployment 
Insurance Program in Canada. According to this document, the average age of 
claimants who exhausted their benefits was greater than that of those who did not (39 
compared to 35) and the people over 65 made up more than 7.3% of all those who 
exhausted their claims while making up only 2.6% of all claimants. The Compr- 
ehensive Review also provided more precise data by age on the average entitlement 
and duration claim. This data is summarized as follows: 


Average Average Utilization 
Entitlement Duration Ratio 
Under 20 B3y3 8.4 47.9 
20-24 40.2 Lay 44 0 
25-44 41.6 18.6 45.6 
45-64 42.1 PO 507; 50.2 
65 and over 44.7 3BO,,2 67.0 


Older workers who exhaust their unemployment insurance are less likely to find work 
The Comprehensive Review contained the following survey results on this point: 


% of Exhaustees who 


Age Found Work 
14-19 $1 
20-24 70 
25-34 61 
35-44 70 
45-54 63 
55-64 61 
65 and over 25 
Total 63 
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Régimes privés de pensions au Canada 


Age normal! de la retraite et adhérents par sexe, 
1970, 1974 et 1976 


Femmes 
1970 1974 1976 

Régimes Membres Regimes Membres Régimes Membres 

N % N % N % N % N % N % 
Secteur privé 
Moins de 60 ans 92 Ou 416 Gat 52 0.3 106 - 47 D3 90 - 
60 ans 4,159 2050 56,996 18.4 Tee IS Zee 47,979 [Zo = 25419 16.5 Fle MB 6a 
61 a 64 ans 45 G.3 10,701 See 56 0.4 12,824 3.4 ie OsD La s200 oer) 
65 ans [05205 63.8 203,851 65. /-~ 14,400 rs GPs 290 , 514 Foe El «S10 81.4 33051 20 Mm leere 
Plus de 65 ans 274 Eo 8,950 2.9 176 2 1,478 0.4 149 20 2,024 OP 
Autres 59 0.4 29 <303 9.4 48 es 29,616 far 42 Oey 29,469 Rs 
Total 14,844 100.0 14,710 100.0 14,642 100.9 
Secteur public* 
Moins de 60 ans 6 0.8 all ORE) v4 ue) 50 - 7 i!) 44 - 
60 ans PSG z648 LIZ 992 Sak 158 ZA 190,910 oo 60 {33 18.9 LEG oO > 2b os 
61 a 64 ans l 0.1 8 - l 0.1 12 - - - - - 
65 ans 47) - @F58 ee eee ed 547 2,8 253,407 46.5 540 76.6 367,804 56.4 
Plus de 65 ans Wi 1.0 23 ~ o Pe 1] - ie OS - - 
Autres 24 Bree) 78,477 18.4 24 5 100,490 18.5 ya Bu 109 , 664 16.8 
Total 69> 100.0 425,274 100.0 74) 100.0 S44 , 880 100.0 705 100.0 652,019 166.0 
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comme employeur 


Z oxouuy 
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Secteur privée 
Moins de 60 ans 
60 ans 

61 a 64 ans 

65 ans 

Plus de 65 ans 
Autres 


Total 


Secteur public* 
Moins de 60 ans 
60 ans 

61 a 64 ans 

65 ans 

Plus de 65 ans 
Autres 


Total 


* Gouvernement 


Régimes 


N 


709 


% 


comme employeur 


Régimes privés de pensions au Canada 


1970 
Membres 


N 


1,365 
9,446 
15,679 
1,135,977 
41, 649 

37 233 


Iz), 349 


2,002 
205 615 
49 
463,818 
3,824 
170,189 


845 497 


Hommes 

* Regimes 

% N % 
Ut 27 Og 
0.8 Loley Fees: 
lias 54 0.4 
Pe le a SO? 
343 226 | ee 
3.0 52 nie 
Loo 02" 15-077 100.0 
Oi? 6 0.8 
2e3 38 bre! 
= 1 Oat 
54.9 675 90:30 
O.5 6 0.8 
20.1 24 Bes 
100.0 750 100.0 


Age normal de la retraite et adhérents par Sexe, 
1970, 1974 et 1976 


1974 


Membres 

N % 

706 - 
19,639 Led 
Zo 952 ee 
L458; 23) Soe 
boy fee OF 
39,305 5. 
iol. 629 100.0 
1,863 OZ 
233,026 24.9 

51 = 
Doo, Loo OWE, 
2,800 Os 
164,324 17.6 
Ooo R Alo 100.0 


Régimes 


N 


(iT 


% 


1976 


Membres 


N 


1,540 

Zan tos 
34,208 
L626 221 
Laon 
Ls Pile 


ie7375.700 


2,109 
246 634 
110 
673,902 
2,205 
178,294 


1,103,254 
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